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The Industrial Impact Model provides valuable in-
formation for community planners and decisionmak-
ers concerned about the economic impact of industrial
growth. The model provides insight into the net
economic impact of industrial development and ex-
pansion on four community sectors: (1) the private,
(2) the municipal government, (3) the school district
and (4) the county government.
Applicable to rural towns, counties and regions
throughout Texas, the model is a relatively inexpen-
sive way to analyze the benefits and costs of industri-
al growth.
Economics of Industrial Growth
Location of industry in rural communities gener-
ally results in increased employment and income of
rural residents. Nevertheless, rapidly rising public
service costs, increased traffic congestion, water
shortages and a host of other problems are causing
rural communities throughout Texas to evaluate in-
dustrial growth carefully in terms of costs as well as
benefits.
Industrial growth causes changes in employment
and resident population which affect both the private
and public sectors of rural communities. The private
sector is affected by business sales, industrial and
employee income. The public sector is affected
through revenues and expenditures of local govern-
ment and school districts.
The total impact of industrial growth depends on
the links within the private sector and between the
private and public sectors. For the private sector, di-
rect benefits depend on the amount of local industrial
investment, new employment and total payroll result-
ing from industrial location. In addition, direct benefits
generate secondary benefits as the plant and its
employees purchase goods and services from com-
munity businesses.
Benefits to the public sector from industrial
growth include increased utility revenues, property
taxes, sales taxes and other revenues. However,
growth also increases public costs for utilities and
other services provided to the industry and its
employees.
The overall net impact (gain or loss) on each of
the community sectors is the difference between ben-
efits and costs. The magnitude of the gain or loss
depends on numerous factors such as plant invest-
ment, plant wages and salaries, local purchases of
goods and services, local tax structures, number of
in-commuting employees and others. The purpose of
the Industrial Impact Model is to estimate the net im-
pact of new or expanded industry on communities in
Texas.
The Industrial Impact Model
The Industrial Impact Model is a general rep-
resentation of the economic structure of a community.
Various sources of change can be introduced and
analyzed within the model to calculate the impact on
major segments of the local economy. The model
predicts economic impact on the private, municipal,
school district and county sectors that may be ex-
pected during the first year of the industrial plant's
full-employment operation.
Model Structure
The Industrial Impact Model is comprised of four
sectors:
1. Private sector
2. Municipal government sector
3. School district sector
4. County government sector
Annual dollar impact on the private sector in-
cludes (a) internalized income from a new or ex-
panded industry, (b) indirect benefits that result from
local purchase of inputs and (c) the induced benefits
that arise through increased consumer spending.
The impact on the public or municipal govern-
ment, school district and county sectors includes
estimates of utility receipts and expenditures, tax
receipts, federal and state aid transfers and expendi-
tures necessary for the provision of added municipal,
county and educational services.
Data
Data required for the model are of four types: (1)
reference, (2) city, (3) county and (4) school district.
Reference data are needed for such parameters
as location of development by city and county, type of
industry or business development, new industry in-
vestment and employment, and resident population.
City and county data include population, tax
base, ad valorem property tax millage and assess-
ment ratio, and the various government revenues and
expenditures.
School district data include student numbers, ad
valorem property tax millage and assessment ratio,
and other revenue and expenditures.
The Modeling Package
The concept of "input by exception" is used with
default values (average values obtained through prior
research) available for all but a basic set of data. As
local data are collected and supplied, these default
values are automatically dropped. In this way, added
complexity is built into the model without the necessity
of burdensome data input from users. However,
maximum use of local data is encouraged when avail-
able to insure that results are relevant for the local
situation.
Estimated equations derived through surveys of
revenues and expenditures for rural Texas cities,
counties and school districts provide default values
for data not available locally. Input-output estimation
procedures undertaken for nine regions in Texas pro-
vide multipliers reflecting private sector economic ac-
tivity.
An input manual describes the various data re-
quirements of the model. User-supplied data are en-
tered on an input form. Default and user-provided
data are then merged within the model, generating the
estimated impact of growth on the private and public
sectors. The industrial impact estimates are pre-
sented in an easy to read budget of benefits, costs
and net gain (loss) to each sector of the local
economy.
Further Information
The Industrial Impact Model is available through
the Texas Agricultural Extension Service and Texas
Agricultural Experiment Station of Texas A&M Uni-
versity. Access to the model may be gained via
telephone-linked computer terminal. Special ar-
rangements may be possible to make the model
available on local computer systems.
For further information on the model, write or call:
Dr. Lonnie L. Jones
Department of Agricultural Economics
Texas A&M University
College Station, Texas 77843
(713) 845-2333
Dr. James I. Mallett
Texas Agricultural Extension Service
Texas A&M University
College Station, Texas 77843
(713) 845-4445
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